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A New Look at the Farm Debt Picture
This is the first in a series of articles based
on the debt portion of the Sample Survey
of Agriculture conducted by the Bureau of
the Census in 1960. The Survey was con-
ducted under the direction of Ray Hurley',
Chief of its Agriculture Division.
This article was prepared by J. H. Atkin-
son. Other articles analyzing the results of
the debt portion of the Survey will appear in
future issues of the BULLETIN. It is also con-
templated that the Board will publish a hand-
book of the more important statistics on
farm debt and related characteristics.
Agencies cooperating in the debt Survey
will also publish reports and booklets from
time to time. These agencies were the De-
partment of Agriculture, the Farm Credit
Administration, and the Federal Reserve
Banks.
The 1960 Sample Survey of Agriculture,
published by the Bureau of the Census, also
contains a number of tables on farm debt.
Among those contributing to this study
were Fred Garlock and Philip Allen, De-
partment of Agriculture; Raymond Doll,
Federal Reserve Bank of Kansas City and
Chairman of System Committee on Agri-
culture; Martin Planting, Farm Credit Ad-
ministration; and Wilellyn Morelle and
Lewis Dembitz, Board of Governors.
Why do some farmers borrow while oth-
ers use little or no credit?
What characteristics of the farm or of
the farmer are associated with the wide vari-
ations in the amount of farm debt out-
standing?
What kinds of farmers use "store credit"?
What accounts for increased use of credit
secured by land contracts?
Are substantial numbers of farmers be-
coming heavily indebted? Are others failing
to use credit which might be available to
them?
These are the kinds of questions that gave
rise to the Survey of Farm Debt conducted
by the Bureau of the Census in late 1960.
The Sample Survey of Agriculture included
information on farm production, land use,
off-farm income, expenses, tenure, and other
farm and operator characteristics, as well
as the amount of debt and the source to
which it was owed.
This was the first comprehensive survey
of total farm debts. A listing of the items
reported as debts appears in the excerpt
from the Survey questionnaire shown on
page 1588.
More than 11,000 farm operators and
the landlords of rented acreage on these
farms answered the Census questionnaire.
All parts of the country except Alaska and
Hawaii were represented in the sample, as
were all types and sizes of farms.
Availability of debt statistics from the
1960 Sample Survey of Agriculture will fill
a gap in farm credit research. This gap is
both analytical and descriptive. In its ana-
lytical aspects the Survey attempts to deter-
mine why farmers use varying amounts of
credit; in its descriptive aspects, it seeks a
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more complete picture of outstanding in-
debtedness of U. S. farmers.
The data from the Survey are being ana-
lyzed separately for farm operators and for
landlords. Inasmuch as detailed tabulations
for landlords are still incomplete, most of
the material herein applies to farm opera-
tors. Farm debts of landlords will be dis-
cussed in a later report.
A discussion of the reliability of the data
obtained from the Survey and of the reasons
for the differences between Survey data and
other estimates relating to farm debt appear
in the technical note on pages 1583-87.
TOTAL FARM DEBT
When agriculture is viewed as if it were a
single farm, combined operator and land-
lord equity appears to be high. At the end
of 1960 the over-all equity figure was esti-
mated to be 87 per cent, and debts
amounted to 13 per cent of the value of
total assets. But debt is not evenly distrib-
uted among proprietors. Hence, the finan-
cial strength of some segments of agricul-
ture is overstated when debts and assets of
all of agriculture are aggregated. The 1960
Sample Survey of Agriculture allows, for
the first time, a detailed examination of
those that have farm debt.
The Survey revealed that about 3 out of
every 5 farms were indebted at the end of
1960. Doubtless the proportion of farms
using credit sometime during the year was
even higher, for the Survey was made near
the end of the year when many farmers had
repaid credit used for producing row crops
and certain classes of livestock.
According to the Survey, the 1.9 million
farm operators and 481,000 landlords who
had debt owed almost $20 billion—equal,
for example, to more than all automobile
instalment debt outstanding. Farm operators
TABLE 1
FARM DEBT OF OPERATORS AND LANDLORDS, 1960













































































NOTE.—Unpublished data, 1960 Sample Survey of Agriculture,
Bureau of the Census. Data are estimates based on information
obtained from a sample of farms. See technical note, p. 1585, for a
statement on sampling errors.
Alaska and Hawaii were not included in the Survey.
Details may not add to totals because of rounding.
owed 84 per cent of this amount; landlords
the remainder. The average debt of the 2
million indebted farms was $9,917 per
farm.
1 Commercial farms accounted for 91
per cent of all farm debt.
SOURCES OF CREDIT
Lending institutions held two-thirds of the
total debt reported by farm operators and
landlords, individuals a fourth, and mer-
chants and dealers 8 per cent. Lending insti-
tutions also accounted for two-thirds of all
landlord debt.
1 Farms are defined as places of 10 acres and over
if sales of farm products were at least $50, and places
of less than 10 acres if sales were $250 and over.
Commercial farms include those with sales of farm
products of $2,500 and over and farms with product
sales of $50 to $2,499 where the operator was under
65 years old, did not work off the farm at least 100
days, and received less nonfarm income than the
total value of farm products sold.
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Landlords made relatively greater use of
insurance companies and Federal land
banks than farm operators did. These two
institutions held 45 per cent of the land-
lord debt in contrast to 24 per cent of the
operator debt. A high proportion of land-
lord debt—85 per cent—was secured by
real estate mortgages, deeds of trust, or land
purchase contracts, compared with 66 per
cent for farm operators. The use of long-
term lending agencies and the high propor-
tion of debt secured by real estate is not
surprising in view of the fact that the major
productive asset furnished by landlords is
farm real estate.
Major types of debt of farm operators. In
order to analyze the types of debts that farm-
ers owe, the source of each operator's
largest major real estate debt was deter-
mined and also the source of his largest
non-real-estate debt.
2 This made it possible
2 Major real estate debt is defined to exclude real-
estate-secured debt owed to production credit associa-
tions and to merchants and dealers. It includes all
real-estate-secured debt to Federal land banks, life
to assign each borrower to a single principal
source for each of these two types of debt.
The debt held by these principal sources
amounted, in the case of major real estate
debt, to 95 per cent ($9,486 million as indi-
cated in Table 2) of all such debt ($9,956
million) of farm operators. Sources of the
largest non-real-estate and related debt held
$5,723 million or 84 per cent of the $6,841
million of that type of debt. These relatively
high proportions indicate that farmers tend
to use a single source for most of their long-
term debt and, to a lesser degree, a single
source for their short-term debt.
Twenty-seven per cent of the 988,000
operators with major real estate debt ob-
insurance companies, and individuals from whom the
farm was purchased. Loans of the Farmers Home
Administration, banks, other institutions, and individ-
uals other than those from whom the farm was pur-
chased were included only if they were the largest
(or the only) real estate loans owed by borrowers.
Non-real-estate and related debt consisted of all
debt other than major real estate. This classification
was designed to avoid including as real estate debt
loans primarily secured by non-real-estate assets but
which also had real estate as supplementary security.
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tained their largest major real estate loan
from individuals, and a similar proportion
obtained them from commercial banks.
Slightly fewer operators went to the Federal
land banks (Table 2). Insurance companies
served as major source of real estate credit
for only 10 per cent of the farm operators.
But because of the large average size of life
insurance company loans ($17,493), the
total amount of major real estate debt held
by this source was about the same as the
amount furnished by either commercial
banks or the Federal land banks.
Farm operators who owed non-real-
estate and related debt numbered 1.5 mil-
lion. A third of them owed their largest
debt of this type to merchants and dealers,
and a like number used commercial banks
as their major source of such credit. As
might be expected, however, the average
bank loan was larger than the average loan
of merchants and dealers ($4,602 compared
with $2,046).
Loans of production credit associations
were largest of all, $7,034 or about 50 per
cent more than the average bank loan.
Nevertheless, banks which served as the
source of farmers' largest non-real-estate
and related debt furnished more than twice
as much of this type of credit in the aggre-
gate as any other lender group.
Farmers who used banks as a major
source for either real estate or non-real-
estate credit made relatively little use of
banks' ability to extend both of these kinds
of credit. About 94 per cent of the average
TABLE 2


















































































































1 Each operator was classified according to the source of his
largest debt of this type. Figures represent only the amounts of
this debt owed to that principal source.
2 Figures for farm operators with major real estate debt and for
those with non-real-estate and related debt cannot be added because
some farmers had both types of debt.
NOTE.—See also Note to Table 1.
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amount ($7,002) owed to banks by farm-
ers who used banks as their major source of
real estate debt represented major real estate
debt. In other words, these farmers owed
banks an average of about $6,548 major
real estate debt and less than $500 of non-
real-estate and related debt. At the same
time they owed an average of about $2,000
(mostly non-real-estate) to other sources.
A similar situation was revealed for farm-
ers using banks as the source of their largest
non-real-estate and related debt. Only about
5 per cent of their average bank debt was
classed as major real estate, and 95 per cent
as non-real-estate and related.
Although banks have the ability to tailor
credit terms to fit individual needs, it is
apparent that farmers generally use banks
for either major real estate credit needs or
for short-term credit—but not for both.
Whether this situation exists because farm-
ers prefer not to use a single source of credit
or because bankers have not encouraged it
is beyond the scope of this article. Where
credit use is modest relative to collateral
and earnings, it may make little difference
to either the lender or the borrower that
several credit sources are used. But banks
may find it advantageous to serve as the
single major source where extensive use of
credit is involved.
Many banks are able to provide such
one-stop financing from their own resources.
In the event that they cannot, they may
make increasing use of such auxiliary means
as correspondent bank arrangements or
agreements with life insurance companies,
or they may even establish bank-affiliated
agricultural loan companies.
Farmers using commercial banks as their
major source of real estate credit operated
farms with land and buildings valued at
about $41,000 on the average, about one-
half as large as those served by life insurance
companies and about three-fourths as large
as those served by Federal land banks.
Among those classified by source of largest
non-real-estate and related debt, farmers
who owed PCA's typically operated farms
with a high value of land and buildings—an
average of $59,000. The average for those
served by commercial banks was about a
tenth smaller (Table 2). Farmers relying on
merchants and dealers for most of their
short-term credit needs operated farms with
land and buildings valued at $38,000 on the
average.
Merchant-dealer debt. One of the impor-
tant types of non-real-estate debt about
which relatively little has been known to
date is merchant and dealer credit. The
Survey revealed that farmers make wide-
spread use of this type of credit (excluding
debts for living expenses). About 50 per cent
of the 1.9 million indebted farm operators,
or 28 per cent of all farm operators, re-
ported debt to merchants and dealers in late
1960, at a time of the year when this type
of debt probably was near the seasonal low.
In addition, 22 per cent of the indebted land-
lords were using merchant and dealer credit.
Farm operators whose only debt was that
owed to merchants and dealers numbered
204,000, and they reported $278 million of
such debt, an average of $1,365 per oper-
ator (Table 3). These exclusive users of
merchant-dealer credit, on the average, op-
erated small farms (value of land and build-
ings operated was estimated at about $30,-
000), of which they rented more than half.
Their net cash income from the sale of farm
products averaged $1,910 (for definition
see note 5 on page 1580). Compared with
all farm operators with debt, the "merchant-
dealer only" group operated smaller farms,
had a higher percentage of tenancy, were
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TABLE 3
CHARACTERISTICS OF FARM OPERATORS WITH
MERCHANT-DEALER DEBT, 1960
[Averages; in dollars unless otherwise noted]
Characteristic
Total debt
Net cash income from sale
of farm products





Age of operator (years)





































NOTF.—See Note to Table 1.
older, had lower net cash farm incomes,
and used less credit. Farm operators in the
South owed 31 per cent of this merchant-
dealer debt in contrast to only 17 per cent
of the total of all operator debt.
More than half of 921,000 operators re-
porting merchant-dealer debt owed $1,000
or more to this source, and they accounted
for 91 per cent of the total merchant-dealer
debt. The number who owed $5,000 or
more—140,000—accounted for about half
of the total merchant-dealer debt. The aver-
age amount owed to merchants and dealers




Several factors figure in whether or not farm
operators borrow, and these in turn have an
effect on the extent of their borrowing.
3
3 The terms "borrowers" and "nonborrowers" refer
to a farm operator's debt status at the time of the
Survey. Obviously, some of the nonborrowers may
recently have used credit or may plan to use credit
in the near future.
Chief among these factors are the size and
type of farm, its productiveness, and the age
and tenure of the operator. Geographic dif-
ferences may also figure in the need to
borrow.
At the time of the Sample Survey of Agri-
culture in 1960, about 1.9 million farmers,
or 58 per cent of all farm operators, were
using borrowed funds. They operated 68
per cent of the nation's farmland, sold 72
per cent of all farm products, and incurred
75 per cent of all cash farm production
expense. Compared with nonborrowers, they
operated larger farms, produced more, were
younger, owned more farm real estate, and
rented a higher proportion of the land they
farmed.
At the same time there were 1.3 million
farmers who were not indebted. About half
operated farms with real estate valued at
less than $15,000. Real estate owned by
the latter group had an average value of
about $5,000. They obviously had little
collateral, and their farm income was too
small to provide the basis for much credit.
Many of the remaining 600,000 non-
borrowers, on the other hand, may represent
potential loan demand and capacity for in-
creased production. Considering commer-
cial farms only, there were 820,000 non-
borrowers. About a third of these operated
farms valued at more than $25,000.
Differences between borrowers and non-
borrowers will be brought out in the follow-
ing discussion of factors affecting the use
of farm credit.
Size of farm as measured by value of land
and buildings operated. On the average, bor-
rowers operated farms about 50 per cent
larger than those of nonborrowers. They
owned about a fifth more land, and they
rented about twice as much as nonborrow-
ers, as the accompanying tabulation shows.












The tendency for borrowers to operate
larger farms than those of nonborrowers also
is indicated by the proportion which bor-
rowers represent of total number of farm
operators in various "value of land and
buildings operated" groups, as shown in
Table 4. An estimated 47 per cent of those
TABLE 4
BORROWERS AND NONBORROWERS AMONG FARM
OPERATORS, 1960
Characteristic


























































































NOTE.—See Note to Table 1.
operating farms valued at less than $15,000
were borrowers, but for operators with farms
valued at $40,000 and over the figure was
about 70 per cent. Equal numbers of bor-
rowers and of nonborrowers operated farms
valued at less than $25,000, but borrowers
outnumbered nonborrowers 2.3 to 1 on
farms with higher values.
Type of farm. The proportions of farmers
who were borrowers varied widely by type
of farm. Less than 50 per cent of the opera-
tors of noncommercial farms and 54 per
cent of cotton and tobacco farmers were
borrowers. These contrast with 62 per cent
of the livestock farmers, 67 per cent of the
cash-grain farmers, and 71 per cent of the
dairy farmers.
However, type of farm had much less in-
fluence on the proportion of farmers who
were borrowers when size of farm was taken
into account. The proportion of borrowers
among those operating small and medium-
size farms was higher for dairy than for other
types. In each size group relatively few non-
commercial farmers were borrowers. Other-
wise, the proportion of farmers who were in
debt was similar on farms in the same size
group (Table 5).
Productiveness. The output of a farm tends
to be related to its size. Since borrowers gen-
erally operated larger farms, their average
sales of farm products were larger than those
of nonborrowers—$11,384 compared with
$6,350.
As the value of gross sales increased, the
proportion of farmers who used credit also
increased. Three-fourths of the farm oper-
ators with gross sales of $10,000 and over
were borrowers. This proportion declined to
about two-thirds and one-half, respectively,
for farm-product-sales classes of $5,000-
9,999 and $500-4,999.
Age and tenure. Borrowers on the average
were AIV2 years of age—W2 years younger
than nonborrowers. As age increased, the
proportion of borrowers decreased, from 77
per cent in the age group under 35 years to
31 per cent for operators 65 years of age or
older (Table 4).
Tenure of the farm operator was related
to whether or not he was a borrower. U. S.
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averages show that borrowers owned 57 per
cent of the value of land they operated,
whereas nonborrowers owned 70 per cent.
The part-owner tenure class of farmers—
those who own part and rent part of the land
they operate—contained 71 per cent who
YOUNG FARMERS operate larger farms
and use more credit than older farmers

























were borrowers. The percentage of bor-
rowers was lower among both full owners,
52 per cent, and tenants (farmers who oper-
ate only rented land), 59 per cent.
Among those operating farms with land
and buildings valued at less than $25,000,
about half of the tenants and about half of
the full owners were borrowers. For part
owners of farms in this size class, the pro-
portion was higher—around three-fifths.
Among those operating farms classified as
medium-size or large, incidence of debt was
less for full owners than for part owners or
tenants. In the South, as Table 5 shows, part
owners operating medium-size farms (land






























































































1 States included are: Maryland, Delaware, Virginia, Kentucky,
North Carolina, Tennessee, South Carolina, Georgia, Alabama,
Mississippi, Florida, Arkansas, and Louisiana.
2 Number of observations in sample judged too small to allow
reliable estimates.
3 All States other than Alaska and Hawaii and those listed in
note 1.
NOTE.—See also Note to Table 1.
tended to use credit more often than tenants
on the same size farms.
Geographic differences. There were also
variations in the extent of borrowing by farm
operators in various geographic areas. In
the South 51 per cent of the farmers were
in debt at the end of 1960, compared with
62 per cent in the rest of the country. This
may reflect in part the size of farm.
In the South 80 per cent of the farmers
operated farms with real estate valued at less
than $25,000, compared with about 50 per
cent of the farm operators in the remainder
of the United States. As indicated above, a
smaller proportion of these small farmers
were in debt. This explains, in part, why
farmers in the South are less often indebted.
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However, Table 5 reveals that both small
and medium-size classes of tenants and full
owners contained smaller proportions of
borrowers in the South than in the rest of the
country. This suggests that reasons in addi-
tion to size of farm (value of land and build-
ings operated) account for the fact that a
lower percentage of operators in the South
were indebted.
SIZE OF DEBT
In one way or another, all of the factors dis-
cussed in the preceding section have some
effect on size of debt. In terms of size of
farm, as measured by value of land and
buildings operated, for example, total oper-
ator debt ranged from an average of $2,395
per indebted operator on small farms to
$63,465 on large operations, as shown in
Table 6.
TABLE 6
TOTAL DEBT OF FARM-OPERATOR BORROWERS, 1960
Value of land and buildings
operated




















Debt as per cent











NOTH.—See Note to Table 1
The ratio of debt to farm value was higher
for farms with real estate valued at less than
$25,000 than for larger farms. Forty-one
per cent of these small farms were noncom-
mercial and many had income from sources
other than farming. Hence loans on these
farms may have been made on a nonagri-
cultural basis. But in the four largest classes
of farms, each additional unit of resources
(representing both collateral and earning
ability) was accompanied by a roughly simi-
lar amount of credit.
Size of debt varied widely by type of farm
—from an average of about $3,200 on
tobacco farms to almost $15,000 on live-
stock farms.
4 According to the Survey, oper-
ators of cotton and tobacco farms not only
had smaller debts than most other types of
farmers, but they also used less credit rela-
tive to the value of their farms.
The Survey was taken late in the year at
a time when production loans of many cot-
ton and tobacco farmers normally would
have been repaid. This may account, in part,
for the fact that debts were lower on these
types of farms than on other types. Addi-
tional factors which might be hypothesized
to account for differences in size of debt
among types of farms include size of the
farm business, the nature of production
processes, tenure of farmers, and attitudes of
both farmers and lenders concerning the use
of credit.
Average size of loan was about the same
in the two age groups up to age 45, then
decreased at an increasing rate. The greater
use of credit by young farmers, plus exten-
sive renting—those under 35 years of age
rented two-thirds of the land they operated
while those in the 55-64 year group rented
less than one-third—resulted in their having
control over more land than much older
farmers.
The use by young farmers of as much or
more credit than older operators, both in
terms of the percentage who use credit and
of the size of debt, does not provide con-
clusive evidence that beginning farmers are
being adequately financed. It does indicate,
*Only commercial farms were classified by type
and not all types are discussed in this report. A farm
was classified as a particular type if it had sales of a
particular product amounting to 50 per cent and over
of the total value of all products sold during the year.
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however, that lending agencies and individ-
uals have played an important role in facili-
tating the flow of capital to young farm op-
erators. In addition, these young farmers
have made extensive use of leasing as a
means of financing their farm operations.
Of the three most common tenure groups,
part owners used the largest amounts of
credit. Their average loan—around $12,000
—was three times the size of tenants' loans
and about 50 per cent larger than debts of
full owners.
Tenants with debt, by renting farms with
real estate values two-thirds larger than
those of full owners and by using more non-
real-estate credit than full owners did, had
net cash incomes from the sale of farm
products (after payment of interest and
rent) almost equal to those of full owners.
Part owners, with farms more than twice as
large as those of full owners had net incomes
from the sale of farm products that were
more than 50 per cent larger than those of
full owners.
FINANCIAL CONDITION OF U. S.
AGRICULTURE
Total debts of U. S. farm operators are con-
centrated in the hands of relatively few bor-
rowers. According to the 1960 Survey, 35
per cent of the 1.9 million operator bor-
rowers owed less than $2,000, and in the
aggregate they owed only 3 per cent of the
total debt. Farmers who owed less than
$10,000 made up 75 per cent of all bor-
rowers but owed only 25 per cent of the total
debt. The remaining 25 per cent owed 75
per cent of the total debt. In other words,
out of a grand total of about 3.25 million
farm operators, less than 500,000 owed
three-fourths of the total operator debt.
These farmers owed 69 per cent of the total
non-real-estate and related debt and 79 per
cent of all major real estate debt.
This group owed more relative to its earn-
ings than other borrowers. While they owed
75 per cent of the debts, they sold only 56
per cent of borrowers' farm products and
received 47 per cent of borrowers' net cash
farm income from sale of farm products.
6
FEW FARM OPERATORS owe






































On the basis of ratios of major real estate
debt to value of land and buildings owned,
farms with total debts of less than $5,000
exhibited greater collateral strength than
those with larger loans (Table 7). However,
this ratio was stable for loan-size groups of
$20,000 and over. Ratios of non-real-estate
debt to cash operating expenses were also
lower on farms with small debt, but there
was little difference in these ratios among
farms which have the bulk of operator debt.
The ratio of total debt to the operator's share
5 Net cash farm income was calculated by sub-
tracting cash operating expenses (including interest
but excluding capital outlays) from the value of the
operator's share of farm products sold. The operator's
share was the total value of farm products sold less
share rent and /or cash rent.
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of farm products sold (minus cash rent)
actually declined for the class with the larg-
est debt.
Ratios of major real estate debt to net cash
farm income from the sale of farm products
were calculated as one indication of the re-
lation of long-term debt burden to debt-
servicing ability. As size of debt increased,
these ratios also increased (Table 7). They
ranged from less than 1.0 for debts under
$5,000 to 4.5 for debts of $40,000 and over.
TABLE 7





































































1 Non-real-estate debt includes related debt.
2 Excludes farmers reporting no debt.
NOTE.—See also Note to Table 1.
In each of the four smaller loan-size cate-
gories, under $10,000, despite the typically
moderate ratios of debt to income, bor-
rowers had average net income from the sale
of farm products of less than $2,400. Many
therefore had farm earnings that were little
if any in excess of the amounts needed for
family living expenses and for repair and
maintenance of capital. On the other hand,
borrowers in the larger debt groups tended
to operate larger farms and had average net
farm incomes that appeared sufficient to
cover both current expenses and gradual re-
payment of their major real estate debt.
Inclusion of nonfarm income alters the
picture, however. On farms with debt of less
than $10,000, off-farm income (defined to
include Government payments, proceeds
from custom work, salaries, wages, and so
forth, received by the farm operator and
members of his household) actually ex-
ceeded net cash income from sale of farm
products. This resulted in average total net
incomes in excess of $3,500 for all groups
except those operators owing less than
$1,000. Study of farm-operator debts by size
of total debt indicates not only how debt is
concentrated but also how important non-
farm income is, especially for farmers in the
smaller size groups.
One measure of the financial condition
of farmers is the ratio of their major real
estate debt to the value of land and buildings
owned. Hence, farm operators with major
farm real estate debt were sorted according
to such ratios. Farmers in the low ratio
group (under 20 per cent) typically oper-
ated larger farms, as measured by value of
land and buildings, than farmers in higher
ratio groups (Table 8). The average value
of real estate owned by the low ratio group
was twice the average value for farmers in
the 50 per cent and over group.
The average value of land rented was
about the same in all three ratio groups;
therefore the percentage that value of rented
land was of total value of land and buildings
operated was lower for farmers with low
ratios.
Operators for whom ratios of real estate
debt to value of land and buildings exceeded
50 per cent accounted for a fourth of all
operators with major real estate debt, and
they owed nearly 40 per cent of such debt.
The average ratio for the group was 72 per
cent—high enough to be classed as heavily
indebted by many institutional lenders. Farm
operators whose only source of major real
estate debt was land purchase contracts owed
Federal Reserve Bulletin: December 19621582 FEDERAL RESERVE BULLETIN • DECEMBER 1962
20 per cent of the debt of these heavily in-
debted farmers. These farmers reported a
major portion (70 per cent) of the total
real estate debt owed by those operators for
whom such contracts were the only source
of major real estate debt.
Relating major real estate debt to net
cash farm income revealed that the heavily
indebted group of farmers had major real
estate debt equal to about seven times their
net cash farm income (Table 8). With net
cash income from the sale of farm products
of around $2,400 and long-term debt of
more than $16,000, it is apparent that off-
farm income (averaging $2,793 for the
group) was necessary to service some of
these debts.
Farmers with the highest major real estate
debt ratios also owed an average of $3,442
non-real-estate and related debt compared
with $3,829 of such debt owed by farmers
in the 20-49 per cent group. This suggests
that long-term credit was not being sub-
stituted for short-term credit to any appre-
ciable degree.
These high-debt-ratio farmers, on the av-
erage, were younger and had moved to their
present farms more recently than the lower
ratio groups. Thus, to some extent they are
going through what might be thought of as
a normal cycle of purchasing land with a low
downpayment and gradually reducing the
debt. This task has been more difficult since
the mid-1950's than in the earlier postwar
period.
Because of new production techniques
and the cost-price squeeze, farm operators
face continuing pressure to improve the ef-
TABLE 8
INCOME, DEBT, AND ASSETS OF FARM OPERATORS CLASSIFIED BY DEBT-ASSET RATIOS, 1960





Major real estate debt as per cent of value
of land and buildings owned
Under 20 20-49 50 and over
Average per operator reporting major real estate debt
Net cash farm income from sale of farm products (dollars)
Off-farm income (dollars)
Major real estate debt:
Amount (dollars) ,
As per cent of net cash farm income from sale of farm products
Non-real-estate and related debt:
Amount (dollars)
As per cent of operating expenses




Age of operator (years)
Length of tenure (years),
Operators reporting debt:
Number (thousands)
As per cent of total
Total debt reported:
Amount (millions of dollars)
As per cent of total
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ficiency of their farms by enlarging them and
adding to their non-real-estate capital. De-
clines in land values, reduced farm income,
or lower nonf arm income could cause serious
problems for at least a part of the quarter
million farmers who owe nearly 40 per cent
of the total major real estate farm debt and
who have ratios of real estate debt to farm
value of 50 per cent and over. Many of these
heavily indebted farmers need a high quality
of financial management and could derive
benefits from dealing with lending agencies
in which the personnel understand the prob-
lems encountered in farm production.
INTERDEPENDENCE OF FARMERS
AND LENDERS
Credit has become an indispensable produc-
tion tool for many farmers. Even where it is
used in relatively small amounts, credit may
mean the difference between profit or loss.
The very survival of the farm firm may de-
pend upon use of credit.
Thousands of this country's banks share
in the year-to-year ups and downs of farm
income and are affected by longer-run trends
in farming. In addition they face the "mul-
tiplier effect" of farm production. Agricul-
ture has been described as an industry of
three dimensions: (1) input supply, (2)
farm production, and (3) output processing
and marketing. The banker feels not only the
direct effects of changes in farm production
—changes in farmers' deposits and loans—
but also indirect effects exerted via the farm
machinery dealer; those that supply fer-
tilizer, insecticides, feeds, and such; grain
elevators and tobacco marketing ware-
houses; cotton gins and canning factories;
and a host of other establishments in the
supply and processing or marketing business.
In addition, farmers exert an influence on
business activity through their role as con-
sumers.
In this age of specialization, the influence
of one segment of an industry on some other
segment is not unique. But this phenomenon
in agriculture involves at least three special
factors: (1) the widespread geographic na-
ture of farming, (2) the tendency for many
of the input-supply and processing-market-
ing functions to cluster around farm produc-
tion, and (3) the existence of many com-
munities whose major gross product is agri-
cultural in nature. Because of these factors,
the fortunes of literally hundreds of com-
mercial banks—particularly the small ones
—are tied to the fortunes of local farmers.
Thus many bankers feel a need to keep pace
with this rapidly changing industry and its
financial requirements.
Many small banks face a challenge in
furnishing credit to finance the increasing
capital requirements of farmers. This chal-
lenge must be met by banks along with other
types of lenders if the communities and rural
areas involved are to grow and prosper.
TECHNICAL NOTE
The estimates given in the accompanying
article are based on unpublished Census data
collected from a sample of the farms existing
in the 48 States, excluding Alaska and Ha-
waii, at the time of the Survey in 1960. All
farms were represented and had a chance to
be included in the sample. A stratified ran-
dom sampling procedure was used, which
allowed heavier sampling rates for farms
with higher values of farm products sold.
For a comprehensive treatment of the
nature of this sample, see 1960 Sample Sur-
vey of Agriculture, published by the Bureau
of the Census.
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Definitions. Brief working definitions of
several terms appear in the text. For com-
prehensive definitions of such terms as farm,
farm operator, economic class, off-farm in-
come, type of farm, and value of farm pro-
ducts sold, see U. S. Census of Agriculture:
1959, General Report—Volume II—Statis-
tics by Subjects—Introduction and Chapter
II. For a listing of items reported as debt,
see excerpt from the Survey questionnaire
shown on page 1588.
Farm-operator and farm-landlord debt. The
estimates of debt for 1960 differ from those
made by other agencies and on the basis of
other surveys. Some possible reasons for the
differences in the various estimates follow.
1
(1) The definitions of farms and farm
debts used in the 1960 Sample Survey and
by lending and other agencies may not have
been the same. In some cases, loans, espe-
cially long-term loans made on what was
once farmland, may still exist on the records
of lending agencies even though the land is
no longer part of an operating farm.
For example, approximately two-thirds of
the places included in "whole" farm con-
tracts of the Conservation Reserve were not
included in the 1959 Census of Agriculture
or in the 1960 Sample Survey because such
places did not qualify as Census farms.
(There were approximately 214,000
"whole" farm contracts covering approxi-
mately 20 million acres in effect under the
Conservation Reserve at the end of 1960.)
The debt on or related to these places would
not have been included in the estimated
totals for the 1960 Survey. Many lending
agencies count loans on such places as farm
loans.
Other loans which were not included in
1 Much of the remainder of this section is taken
from the 1960 Sample Survey of Agriculture, pub-
lished by the Bureau of the Census.
the Survey but which may have been in-
cluded in lender reports are loans on tracts
of timber not included as a part of a farm
and balances due on non-real-estate loans
made to farmers who later quit farming.
(2) The estimated totals of debt for the
1960 Survey include only debts of farm op-
erators and farm landlords. Debts of persons
or organizations providing custom work and
custom feeding services and of dealers and
processors having contracts with farm op-
erators and farm landlords for the produc-
tion or marketing of farm products are not
included. A considerable number of persons
and organizations provide such services as
harvesting, combining, packaging, spraying,
cultivating, leasing of farm equipment, and
so forth, and the debts of these persons and
organizations are not included in the esti-
mates for the 1960 Survey.
Approximately 147,000 farms had con-
tracts in 1960 with dealers, processors, and
others for the production and marketing of
15 selected farm products. These dealers,
processors, and others provided feed and
supplies for poultry and livestock, provided
baby chicks, and furnished machinery and
equipment to farm operators and farm land-
lords. These dealers, processors, and others
having contracts with farmers had debts
which may have been reported by lending
agencies as agricultural loans, but the totals
for these debts are not included in the esti-
mates given in the accompanying article.
(3) A re-examination of Survey ques-
tionnaires for places omitted from the tabu-
lations because they appeared not to fit the
farm definition and for other reasons showed
that an estimated 79,000 farms—mostly
small, noncommercial operations—prob-
ably should have been included.
(4) Some farm operators and farm land-
lords may have used funds classified by lend-
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ers as agricultural in nature for other pur-
poses and consequently may not have re-
ported such loans as debts for the 1960
Sample Survey.
(5) Some farm operators and farm land-
lords may have not fully reported the total
amount of their loans. There is the likeli-
hood of underreporting of debts because of
the difficulty of remembering the amounts
due on loans, especially in cases where there
were several different loans.
(6) Because the estimates of debt were
made on the basis of reports for only a
sample of farms, the estimates are subject to
sampling errors. The estimate of total debt
for farm operators has a sampling error of
2.9 per cent, and the estimate of total farm
landlord debt has a sampling error of 5.1
per cent.
(7) The estimates of debt by lending
agency or source of loan are subject to er-
rors because some farm operators or farm
landlords did not report the actual holder of
the loan. For example, at the end of 1960
individuals and lending agencies held about
$201 million of insured farm mortgages
which were made and are serviced by the
Farmers Home Administration. Many farm
operators and landlords who owed such
debts probably considered the Farmers
Home Administration, rather than the holder
of the note, as the lender. This probably
accounts, in part, for the Survey estimates of
Farmers Home Administration loans exceed-
ing the mortgage loans reported by that
agency by approximately $231 million.
Statistical reliability of estimates. The esti-
mates given in this report are based upon
data obtained for a sample of farms and
hence they are subject to sampling errors.
Approximate measures of sampling errors
are given in Supplementary Tables 1, 2,
and 3.
Supplementary Table 1 contains general
measures of the reliability of estimates, ap-
plicable to nearly all items. The measures
of sampling reliability are for varying num-
bers of farms. To use the measures it is
necessary to ascertain the number of farms
reporting the item or dollar amount. The
first column provides for levels of numbers
of farms from 5,000 to 3,000,000. The sec-
ond and third provide measures of sampling
reliability for number of farms and dollar
amounts. The sampling reliability for these
items is stated in terms of a per cent of the
estimate of number of farms or of the dol-
lar amount.
Supplementary Table 2 gives sampling
reliability estimates for percentages based on
number of farms. The estimates are stated
in terms of percentage points.
Supplementary Table 3 provides more
precise measures of sampling reliability for
selected items than those given in Supple-
mentary Tables 1 and 2.
Supplementary Tables 1 and 2 show the
standard error of estimate, expressed as a
percentage of the estimate (relative stand-
ard error or coefficient of variation). Sup-
plementary Table 3 shows the standard error
of estimate for percentages.
Following are examples of the use of these
tables: Of the 988,000 farm operators with
major real estate debt, 10 per cent reported
life insurance companies as the source of
largest loan (text Table 2). How reliable is
this estimate? Supplementary Table 2 indi-
cates that chances are about two out of three
that the estimated per cent (10) does not
differ by more than 0.8 of a percentage point
from the "true" per cent.
How reliable is the estimate of major real
estate debt owed to insurance companies by
96,000 farm operators? Line 5 in column 3
of Supplementary Table 1 indicates that
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chances are about two out of three that the
estimated amount ($1,676,000,000) does
not differ by more than 12 per cent from the
"true" amount.
While the measures given in Supplemen-
tary Tables 1, 2, and 3 indicate the general
level of sampling reliability of the estimates,
they do not completely reflect the effect of
errors arising from sources other than sampl-
ing, as for example, errors in the original
data obtained from farm operators or farm
landlords.
SUPPLEMENTARY TABLE 1
SAMPLING RELIABILITY OF ESTIMATES FOR NUMBER
OF FARMS AND FOR DOLLAR AMOUNTS FOR






































1 Per cent of the estimate. The chances are about 2 out of 3 that the
estimated total would not differ by more than the per cent shown
from a total obtained by a complete census using the same proce-
dures.
NOTE.—See also Note to Table 1.
SUPPLEMENTARY TABLE 2
SAMPLING RELIABILITY OF ESTIMATES FOR
PERCENTAGES BASED ON NUMBER OF FARMS FOR






























































1 Base on which percentage was calculated.
2 The chances are about 2 out of 3 that the estimated percentage
would not differ by more than the percentage point shown from a
percentage obtained by a complete census using the same procedures.
NOTE.—See also Note to Table 1.
SUPPLEMENTARY TABLE 3
SAMPLING RELIABILITY OF ESTIMATES FOR SELECTED





Farm earnings and expense (dollars):
Value of farm products sold
Cash operating expenses ,
Nonfarm income ,







 3. .. .,
Individuals from whom land was
purchased under mortgage or
deed of trust





"Other" lending institutions 3....








Individuals from whom land was


















































1 Per cent of the estimate. The chances are about 2 out of 3 that
the estimated total would not differ by more than the per cent shown
from a total obtained by a complete census using the same proce-
dures.
2 All debt secured by real estate mortgages, deeds of trust, or land
purchase contracts. 3 This is the same category of "other" lenders that appears in
Table 1 and does not include the institutions listed in that table.
NOTE.—See also Note to Table 1.
SUPPLEMENTARY TABLE 4





















































i Excludes farmers reporting no debt.
NOTE.—See also Note to Table 1.
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Other supplementary tables* Supplementary
Tables 4 and 5 give the information on
which the bar charts were based. Supple-
mentary Tables 6 and 7 show numbers of
farm operators and/or landlords for whom
data are shown in text Tables 1 and 5.
SUPPLEMENTARY TABLE 5
TYPES OF DEBT AND VALUE OF LAND AND BUILDINGS OF FARM OPERATORS WITH DEBT, BY AGE, 1960
[In dollars]
Item


















































NOTE.—See Note to Table 1.
SUPPLEMENTARY TABLE 6
FARMS, OPERATORS, AND LANDLORDS: NUMBERS WITH
DEBT, 1960
SUPPLEMENTARY TABLE 7







































































































































































































1 Approximately 12,000 manager farms are excluded.
2 States included are: Maryland, Delaware, Virginia, Kentucky
North Carolina, Tennessee, South Carolina, Georgia, Alabama,
Mississippi, Florida, Arkansas, and Louisiana.
3 All States other than Alaska, Hawaii, and those listed in Note 1.
NOTE.—See also Note to Table 1.
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One of the most important changes in farming in recent years is the increase
in the amount of money required to buy, equip, stock, and operate farms.
This has increased most farmers
1 needs for credit. In order to get a measure
of farm credit requirements, and a more complete picture of the farm situa-
tion, we are making this survey of debts owed by farmers.
In filling this report, please report all money you owe, whether due now or
in the future, relating to this place. "This place" refers to the land and
buildings you operate, as reported in question 7.
The debts to be reported include all loans and advances, charge accounts,
time purchases, and purchase contracts, including mortgages and deeds of
trust except: (1) price-support loans of the Commodity Credit Corporation,
and (2) debts to merchants and dealers for home appliances and family living
expenses (grocery, clothing, medical bills, etc.)
IF YOU OWE A DEBT THAT RELATES TO BOTH THIS PLACE AND
OTHER FARMLAND THAT YOU OWN, FARMLAND THAT YOU RENT TO
OTHERS OR HAVE WORKED ON SHARES BY OTHERS, OR NONFARM
BUSINESS THAT YOU OWN, PLEASE READ THE FOLLOWING INSTRUC-
TIONS:
Please report only the part of such joint debt that applies to this place.
The debt to be reported for this place may be estimated as follows:
1. For each debt secured by real estate:
(a) Estimate the percent that the value of the land and buildings in this
place, pledged as security for the debt, is to the total value of
all real estate pledged as security for the loan.
(b) Multiply this percent by the total real estate debt and enter the result
for the appropriate question.
2. For each debt not secured by real estate:
(a) For each question and for each part of question 309 and question
310, estimate the percent of the total that was relating to this place.
(b) Multiply this percent for each question and for each part of question
309 and question 310, by the amount now owed and enter the result
for the appropriate question or item. When figures for more than
one item are to be entered for a question or part of a question, add
the estimates for the several items before entering the total for the
question or part of a question.
How much money do you now
owe to—
[303] A Federal Land Bank (or Na-
tional Farm Loan Association)?.
304. Farmers Home Administration? .
305. An insurance company?
306. A commercial or savings bank?
(National or State Bank, Trust
Co., etc.)?
307. A production credit association?.
308. Other lending institutions?
(Mortgage company, livestock
loan company, savings and loan
association, finance company,
State or county agency, etc.)
309. Merchants and dealers (includ-
ing cooperatives, mail order com-
panies, farm machinery com-
panies,, and other manufac-
turers) for purchase of—
a. Tractors and farm machin-
ery (including repairs)?
b. Autos and trucks (including
repairs)?
c. Gas, oil, and other fuel (ex-
cluding household fuel)?
d. Feed, seed, fertilizer?
e. Livestock or poultry?
f. Other purchases from mer-
chants and dealers, including
building supplies, hardware,
custom work, and similar
purchases (excluding family
living expenses)?
310. An individual from whom you
bought part or all of this farm—•
a. Under a mortgage or deed of
trust?
b. Under a land purchase con-
tract?
311. Any other individual, your land-
lord, a relative, a friend, an
estate, etc.?
312. Miscellaneous (not elsewhere in-
cluded) such as unpaid bills for
veterinary services, utility bills,
past due taxes or insurance pre-
miums, and other purposes (ex-
cluding family living expenses)?.
(1)
Total amount now owed




If any part (or all) of this
amount is secured by
mortgages, deeds of trust,
or land purchase contracts
on this place, enter the
amount so secured (if


























313. On what date was this questionnaire filled?
None • $ /OO
None • $ /OO
None a $
 700
None D $__ /OO
None • $ _ /OO








































None a $ /OO
None D $ ZOO










NOTE.—Part of the questionnaire used in the 1960 Sample Survey of Agriculture.
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